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FRIDAY, MAY 21, 1954 


Unrrep Srares SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON THE JUDICIARY, 
Washington, D. C. 

The subcommittee met at 9:40 a. m., pursuant to call, in room 424, 
Senate Office Building, Senator Robert C. Hendrickson acting chairman, 
presiding. 

Present: Senator Hendrickson. 

Present also: George S. Green, subcommittee counsel. 

Senator Henprickxson. The meeting of the subcommittee will be 
in order. The purpose of the hearing this morning is to take testi- 
mony with respect to S. 175, a bill to provide for the distribution of 
motor vehicle tires, and for other purposes. 

A copy of the bill may be inserted in the record at this point. 

(The bill, S. 175, is as follows:) 


[S. 175, 883d Cong., Ist sess.] 


A BILL To provide for the distribution of motor-vehicle tires, and]for other 
purposes 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That all new, rebuilt, retreaded, and recapped 
tires, all casings and tubes, and all camelback and other material for rebuilding, 
retreading, or recapping tires, sold or delivered in the course of trade or business to 
consumers (except governmental agencies) shall be sold or delivered only by or 
through independent tire dealers. Nothing in this Act shall be deemed to prevent 
or prohibit any person from selling or delivering any new, rebuilt, retreaded, 
recapped, or repaired tire, casing, or tube, or camelback or other material, to any 
independent tire dealer for resale, use or other disposition. Nothing in this Act 
shall be deemed to prevent or prohibit any person from selling or delivering any 
tire or tube together with any motor vehicle sold by such person when such tire 
or tube is so sold as a part of the regular and ordinary equipment of such motor 
vehicle. 

Sec. 2. For the purposes of this Act— 

(1) The term ‘‘tire’’ means any tire consisting in substantial part of rubber or a 
rubber substitute and designed for use on a motor vehicle; and unless the context 
otherwise indicates, the term ‘‘tire’’ includes both the casing and the tube. 

(2) The term “independent tire dealer’? means a person who is, or may become, 
engaged in selling, servicing, repairing, recapping, or retreading tires; except that 
the term “independent tire dealer’ does noi include any person engaged in manu- 
facturing tires, automobiles, automotive equipment, or motor-vehicle fuels or 
lubricants, and does not include any corporation a majority of the voting stock of 
which is directly or indirectly owned or controlled by another corporation which 
is not an independent tire dealer; and such term does not include any person who 
is required to sell any brand or make of tire exclusively, or is prohibited from selling 
any brand or make of tire, as a condition upon being able to buy or sell any other 
product or as a condition upon the lease or use of any property: Provided, however, 
That such term may include a corporation engaged in a local retail business, even 
though a majority of the voting stock of such corporation is directly or indirectly 
owned or controlled by another corporation which is not an independent tire 
dealer, if (1) the ownership or control of such stock by such other corporation is 
pursuant to or incidental to a bona fide arrangement entered into by such cor- 
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poration for the purpose of furnishing financial assistance to the corporation 


which is engaged in the local retail business; (2) the corporation engaged in 


the local retail business, or some other person owning stock in such corporation, 
has the right under a contract entered into prior to June 1, 1947, to purchase 
from the corporation so owning or controlling a majority of such voting stock the 
stock so owned or controlled by it; and (3) the corporation engaged in the local 
retail business is otherwise an independent tire dealer as defined in this section: 
Provided further, That the term “independent tire dealer’ shal] not include any 
person who directly or indirectly owns or controls 10 per centum or more of the 
voting stock of any other corporation which is engaged in manufacturing tires. 

3) The term “person” includes an individual, partnership, association, corpora- 
tion, or other organized group of persons, or legal successor or representative of 
any of the foregoing. 

Sec. 3. (a) It shall be unlawful, regardless of any contract, agreement, or 
other obligation heretofore or hereafter entered into, for any person to do or omit 
to do any act, or to offer, attempt, or agree to do or omit to do any act, in violation 
of the provisions of this Act Any viGlation of this Act by a corporation shall 
also be deemed to be a violation by any officer or director of such corporation who 
has knowledge of or is responsible for such violation. 

b) Any person who violates the provisions of this section shall, upon conviction 
thereof, be imprisoned for not more than one year, if a natural person, and shall 
in any case be subject to a fine of not more than $5,000. 

Senator Henpricxson. The first witness this morning is Hon. 
George J. Burger, vice president of the National Federation of Inde- 
pendent Business, W ashington, D. C. 


STATEMENT OF GEORGE J. BURGER, VICE PRESIDENT, NATIONAL 
FEDERATION OF INDEPENDENT BUSINESS, WASHINGTON, D. C. 


Mr. Burger, do you have a prepared statement? 

Mr. Burcer. Yes, Senator. 

Senator Henprickson. Will you state your full name .and address 
and association for the record? 

Mr. Burcer. My name is George J. Burger, vice president, Na- 
tional Federation of Independent Business, 740 Washington Building, 
Washington, D. C. 

Before I go into my prepared statement, Senator Hendrickson, I 
want to pay you a compliment in behalf of small business in the State 
of New Jersey for your splendid support of Senate Resolution 213 
Senator Thye’s resolution proposing standing committee status for the 
Small Business Committee. I know that the inde ypendent business 
in the State of New Jersey is very much appreciative of your support 
of that resolution and I am here to make openly my statement on that. 

Senator Henpricxson. Thank you very much. I appreciate those 
very kind remarks. 

Mr. Burcer. Let us hope that the Rules Committee will act on the 
resolution. 

Senator Henprickson. I share that hope with you. 

Mr. Burcer. Mr. Chairman, first of all I want to thank you and 
the committee for giving me the opportunity , by invitation, to appear 
and give testimony in support of 5S. 175. 

I am speaking in a dual capacity—as vice president in charge of the 
Washington office of the National Federation of Independent Business, 
which organization has the largest individual membership of any busi- 
ness organization in the Nation, comprised exclusively of independent 
business and professional men. Its membership is in every State of 
the Union and its total membership is approximately 100,000 individual 
voting members. The head office is located at Burlingame, Calif., 
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and division offices in New York, Chicago, Cincinnati, and Washington, 
D.C. 

I am also appearing as the Washington representative of the Burger 
Tire Consultant Service and the National Independent, which has a 
membership comprising independent tire retailers throughout the 
Nation. The publication, the National Independent, can rightfully 
be classed as the spokesman for independent tire retailers. 

I speak with full authority for both groups and my views in support 
of this legislation will be their views. 

Insofar as the National Federation of Independent Business is 
concerned, | or no other officer is permitted to speak officially for the 
federation unless so directed by the nationwide mandate vote of its 
members. The federation members have repeatedly voted on this 
legislation, favoring its adoption. A recent poll of the federation 
membership on this legislation disclosed 75 percent voted for forbid- 
ding manufacturers competing with their retail outlets, 22 percent 
against, and 3 percent no vote, and all Members of Congress have 
been so notified of their position. 


BACKGROUND OF LEGISLATION 


| think it is necessary to trace back the origin of this proposed legis- 
lation. It is my intention to keep my remarks to the minimum. 
However, there is a situation in view of the magnitude of the action 
taken on this legislation during the past 12 years through congressional 
committees, particularly in the Senate, that makes it necessary for 
the committee to have the full facts on the need for this legislation 
to be approved by the Congress at the earliest possible moment. 

We are not unmindful of the invaluable help of the Small Business 
Committees of the Congress which late in 1941 through the Senate 
Small Business Committee, then headed by Senator James E. Murray, 
and members of that committee at that time being the late Senator 
Francis Maloney, Connecticut; Hon. Allen J. Ellender, Louisiana; 
Hon. James M. Mead, New York; Hon. Tom Stewart, Tennessee; 
the late Senator Arthur Capper, Kansas; and the late Senator Robert 
A. Taft, Ohio, made an extensive study of the small-business prob- 
lems of the tire and rubber manufacturers and retailers. 

I refer to Senate Committee Print No. 3, 77th Congress, 1st session. 
This document in itself could be classed as the bible of the rubber 
tire industry problems, and to the credit of the committee these past 
12 years, the findings in that committee print have never yet been 
challenged. 

I think it is necessary for the committee to note the findings in that 
report of 1941 and these findings were brought about through a 
questionnaire sent out by the Senate committee at the time to all 
members of the rubber-tire industry and the answers in that question- 
naire resulted in the findings in this report. 

The summary of the findings in the committee print were as follows: 

With few exceptions the problems of the small tire dealer can be classified as 
follows: (1) The preferential treatment accorded company-owned stores by man- 
ufacturers owning and operating those stores; (2) the preferential treatment 
accorded large retail corporations by certain manufacturers; (3) the tire manu- 
facturer-oil company tieup; (4) sales made direct by certain manufacturers to 


certain large and small trucking companies and to so-called national accounts; 
(5) Sales made direct by certain manufacturers to city, county, State and Federal 
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governments; and abuse of these privileges; (6) tires rented on a mileage basis to 
bus and taxicab operators; (7) the rising costs which result principally from higher 
labor costs; (8) misleading and deceiving advertising; and (9) lack of standards 
by which various grades and makes of tires may be judged. 

The committee, being desirous of pursuing its studies on the problem, 
on September 20, 1941, issued another report Small Business Problems 

Small Business and Defense—Senate Committee Print No. 6. 

In this report will be found some very important statements made 
by the president of the General Tire & Rubber Co., Akron, Ohio, the 
president of the Seiberling Rubber Co., also of Akron, Ohio, and the 
late president of the Norwalk Tire & Rubber Co., Norwalk, Conn., 
all in substance confirming in part or in full the earlier findings. 

Shortly after Pearl Harbor, due to the plight facing the inde pendent 
tire retailers and the smaller tire manufacturers, the House Small 
Business Committee went into extensive public hearings on the prob- 
lems faced by the independents. Public hearings were held by that 
committee early in 1942, in which, at that time the committee 
recommended: 
that for the duration of the war all sales and servicing of tires and tubes be 
channeled exclusively through the independent tire retailers. 

On February 28, 1942, the Senate Small Business Committee by 
unanimous action, recommended a similar resolution. It was the 
hope of the small-business committees that the major factors in the 
rubber-tire industry would relinquish their position for the duration 
of the war in the retail field and permit that business to channel 
exclusively through independents. 

However, there was no intent on the part of the big factors in the 
rubber industry to relinquish their position and it resulted in the fact 
that extensive public hear ings were held by the Senate Small Business 
Committee on March 3, 4, 5, and 6, 1942 acting on Senate Resolution 
S. 298, 77th Congress, 2d session. 

At the completion of these hearings it was the thinking of the com- 
mittee to delay further action, with the hope that the tire manufac- 
turers operating in the retail field through their stores would volun- 
tarily discontinue their operation. Apparently, by their own actions, 
the major tire manufacturers took the opposite course, which resulted 
in the committee chairman, the Honorable James Murray, inviting 
the proponents and opponents to meet with him and the committee 
at Atlantic City, N.J., in May of 1942, with the hope that these major 
tire manufacturers owning and operating retail stores would volun- 
tarily withdraw from the retail field for the duration of the war. 

The conference in Atlantic City was attended by representatives 
of the big rubber companies and they flatly refused to accede to the 
request of the committee. Their action resulted in the committee, 
by unanimous action, directing legislation, Senate bill S. 2560, a bill 
to provide for the effective utilization of existing stocks of rubber 
tires to aid in making rubber tires available for essential uses, and for 
other purposes. This was the foundation, and the starting point for 
the present legislation now before this committee, which legislation 
has been in the Congress for consideration in each and every Toes 
since 1942. 

The Senate Banking and Currency Committee beginning on June 
9, 1942, and ending on June 11, held extensive public hearings on the 
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proposed legislation. Government officials, rubber-tire manufac- 
turers and independent dealers appeared and gave testimony. 

On July 14 and 15 and November 19, 1942, again the Senate Bank- 
ing and Currency Committee held public hearings in which witnesses 
from the independent tire retailers, and Government officials appeared 
and gave testimony on the pending legislation, resulting in the Com- 
mittee of Banking and Currency unanimously approving the legisla- 
tion and sending it to the floor of the Senate for ac tion. When the 
bill was brought up on the floor of the Senate the authorized spokes- 
man for the legislation on the floor was temporarily absent, and we 
lost our position on the calendar and then the Congress adjourned 
shortly thereafter without reaching the legislation. 

The Senate Committee of Small Business, realizing that the prob- 
lem was still a serious one facing the independent tire trade, again 
resumed public hearings under Senate resolution, Senate Resolution 
66, a resolution to appoint a special committee to study and survey 
problems of American small business enterprises, and I am referring 
to the committee print, part 19, Tire Dealer and Rebuilder Problems, 
dated April 5, 7, and 8 and May 6 and 13, 1943, pertaining to the 
bill now numbered S., 1122. 

It is significant and important to note an observation made then 
by the late William M. Jeffers, who at that time was the Rubber 
Administrator and on leave from the Union Pacific Railroad as its 
president. Senator Ellender, a member of the Committee put the 
question to Mr. Jeffers (The reason the question was put to Mr. 
Jeffers, no doubt, was that in a hearing in 1942, Jeffers urged the 
Banking and Currency Committee to delay action on the bill): 

Senator ELLENDER. Will you kindly give us your views with respect to it? 

Mr. Jerrers. I think I can do that rather briefly. My first comment on the 
bill: It seems to me there is a lot of language. I imagine it is necessary. I do 
not know much about the preparation of bills. What it seeks to do, as I under- 
stand it—as I said before Senator Taft came in, I have gone over the bill per- 
haps rather hurriedly. I think I understand its import. My first comment on 
the bill is that there seems to be a lot of language, which may be necessary. As 
I understand it, the purpose of the bill is to prohibit or prevent the big rubber 
companies from using outlets. Now, as to that I think my views are pretty 
generally known. I am rather sympathetic with the independent tire dealer. 
I say that because in the present emergency had it not been for the independent 
tire dealer, so-called, we might have found ourselves in a lot of difficulty in this 
country because of the urgent necessity of recapping, retreading, and repairing 
so much tire equipment. I have no brief for the big rubber companies. I had 
hoped, as I said in a previous hearing, that the situation could be cleared up, 
perhaps through getting together, if that is not a violation of some sort of law 
in restraint of trade, that would prevent cutting prices, cutting prices to the 
extent the independent could not live. Now, you ask me as to my view on the 
bill. My view is this: I hold no brief for the big rubber companies. I think it 
is important and imperative that the independent be permitted to operate. 
Still I appreciate that the big rubber companies with their outlets have a good 
many millions of dollars invested. As to what is to become of that investment— 
that is something else again and something I have no responsibility for. That 
is for you gentlemen to determine. So I say, I have no objection to the bill 
as now written. 


Again the Banking and Currency Committee on March 7, 1944, 
held hearings on S. 1122. The witness before the committee was 
Mr. William T. Kelly, counsel of the Federal Trade Committee. It 
is significant to note that Mr. Kelly took 1 solid day to give testi- 
mony before the committee opposing the legislation. He appeared, 
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as he said, as a “private citizen’ and I am referring to committee 
print of Banking and Currency, part 2, dated March 7, 1944. 

Again on November 9, 10, and 17, 1944, the Bs inking and Currency 
Committee held extensive public hearings on the pe nding legislation. 
Leading representatives of the major rubber companies, ‘indepe ndent 
tire retailers, Members of Congress and others appeared to give 
testimony for or against the bill. 

It is significant and important to note that at the time of Mr. 
Kelly’s appearance before the Banking and Currency Committee the 
Federal Trade Commission was instructed to give their overall views 
on the pending legislation. You will note that the report appears 
in Senate Banking and Currency Committee print Distribution of 
Motor Vehicle Tires, hearings before the Committee on Banking and 
Currency, United States Senate, 78th Congress, 1st session on S. "1122, 
page 130: 

And in substance they had nothing to offer to bring relief for the independent 


I think it is necessary, Mr. Chairman, to bring in at this point a 
statement made by the present chairman of the board of the Goodyear 
Tire & Rubber Co. He was then president of the Goodyear Tire & 
Rubber Co. I am referring to Mr. Paul Litchfield. Such statement 
appears in part in Federal Trade Commission docket 2116, Jn the 
Matter of Goodyear Tire and Rubber Company, dated March 5, 1936, 
page 38: 

The great body of Goodyear dealers, through which Goodyear tires are mar- 
keted, constitutes unquestionably, we think, the most efficient medium of dis- 
tribution and service available to the tire consuming public the world over 

It would be my opinion, as an active independent member of the 
rubber tire industry from 1909 to 1935, that any and all statements 
made then or now by presidents of leading rubber companies would 
be along the same line. However, in my opinion, it’s just mere words 
and no sincerity in the statement 

Through the untiring efforts of Senator James E. Murray to follow 
up in his efforts to protect the independent tire retailers of the Nation. 
and no doubt the purpose of the Senator’s act was the warning of the 
late William M. Jeffers as to the need for this essential service to be 
maintained solely as a national security, Senator Murray continued 
action on the legislative moves, resulting in, in the 79th Congress, 
having a similar bill introduced under the number 8. 713. 

Again the Senate Banking and Currency Committee on July 2, and 
28, 1946, held extensive he ‘arings with witnesses from tire dealers 
and spokesmen for major rubber company interests. Ex-Senator 
John Danaher appeared and gave testimony. Mr. Danaher was 
representing the B. F. Goodrich “Rubber Co., opposing the legislation. 

I think it is necessary to call to the attention of the committee that 
during the legislative career of this bill at least 118 witnesses appeared 
for or against the proposition. 

It is to be noted that during the hearing before the Senate Banking 
and Currency Committee July 2, 1946, Senator Taft remarked to the 
committee in answer to a statement by myself: 

I tried to get the Federal Trade Commission to come in and say here is the 
thing—if a company is going to sell tires at retail they cannot cut in any way 
under the price at which their dealers sell. Some such rule as that. I could not 
get any sympathy out of the Federal Trade Commission. They seemed to me to 


have just ducked the problem right from the beginning. I agree with Mr. Burger 
Mr. Kelly came back and said, ‘‘There is nothing we can do.” 
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Senator Capehart, a member of the Banking and Currency Com- 
mittee at the time and at that hearing, made these remarks: 


Someday we are going to have to face this problem, not only on tires but on 


many other things, unless industry themselves clean up their own houses, because 
business in America is fast eliminating the small independent merchant in most 
every line It is bad for America, and it is bad for our system of government 


I am hopeful that industry will clean it up themsleves 


[ said at the same hearing, and it holds true today more than ever: 

You gentlemen must bear in mind—I think Senator Taft gave the 
utmost consideration to it during all the hearings of the Senate Small 
Business Committee—that it was these independent tire dealers, and 
it was, right in this room who presented a program that brought into 
existence a program that gave facilities to 20 million passenger-car 
owners during the war. That came out of the planning of these 
independent dealers right in this room in 1942. I am referring to the 
Banking and Currency. 

I think in view of that fact they have shown their worth to this Nation. I see 
no reason to delay again, insofar as the independent tire dealers are concerned * * *, 

The rubber companies are never going to change their method of doing business. 


I have been a member of the industry ever since 1909. I go into every State in 
the union and I know the problem. 


I said in the same hearing: 
The competition is most vicious 

and Senator Millikin of the committee remarked: 
I have heard many complaints on that- 


referring to the manufacturer’s operation in the retail field. 

Mr. Chairman, I could go on and on with factual evidence and 
statements that would show the need for C ongress to act immediately 
on this needed legislation to protect these independent tire and service 
stations throughout the Nation. I believe the above-referred-to 
actions stress the need for immediate action before the remaining inde- 
pendents and the smaller rubber companies are wiped out of existence 
and monopoly will then be in full control 


GOVERNMENT VIEWS 


| have discussed this pending legislation with top ranking officials 
of both the Federal Trade Commission and the Department of Justice, 
competent career men in the Government, and they say without ques- 
tion of doubt, ‘“The only relief which can be given for the future of the 
independent tire dealers is through the rubber tires bill,’ such as is 
now pending before this committee for consideration, and while I am 
on this subject, it is well to note the annual reports of the Small 
Business Committees of the Congress, as to their recommendations on 
this legislation. 

I quote: 79th Congress 2d session—Senate committee print No. 16 


FuTURE OF INDEPENDENT BusINESsS—PROGRESS REPORT OF THE CHAIRMAN TO 
THE MEMBERS OF THE COMMITTEE OF THE SPECIAL COMMITTEE TO STuDY 
PROBLEMS OF AMERICAN SMALL Business, UnitED States SENATE, JANUARY 
2, 1947 
a, « 


Because of the striking trend toward concentration of tire distribution into 
increasingly fewer units, it is recommended that the proposed bill, set forth in the 
appendix on page 364, Receive the Sympathetic Consideration of Congress. 
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Unron CaLenpar, No. 1215, 80TH Conaress, 2p SESSION: MONOPOLISTIC AND 
Unrarr Trape Pracrices—RErprort—PROBLEMS OF SMALL BusINnEss RE- 
SULTING From Monopo.istic AND UNFAIR TRADE Practices. DECEMBER 1948, 
SeLtect ComMMITTEE ON SMALL Business, House or REPRESENTATIVES 
The hearing brought out the basic problems which have faced the independent 

tire dealers for over a quarter of a century. They show that the position of the 

independent tire dealer throughout the Nation has continually been weakened 


and the trend toward monopoly has steadily grown stronger. There are 10 major 
complaints that showed up in the hearings. 


The 10 complaints are substantially the same in every degree as 
those brought out by the Senate Small Business Committee (Senate 
Committee print No. 3) in 1941. 


ANNUAL Report oF THE SELECT COMMITTEE ON SMALL Business, UNITED 
STATES SENATE, 82D CONGRESS, 2p SESSION, JANUARY 21, 1952 

Your committee is uneasy about the general balance of power within the rubber 
industry, and consequently it plans to keep under closest observation the existence 
or development of any conditions which even give the appearance of fostering 
monopoly in any and all segments of the industry. 

Eighty-third Congress first session, committee print, Problems of 
Independent Tire Dealers—Staff Report to the Select Committee on 
Small Business, United States Senate, July 27, 1953. This entire 
report deals with the problems of the independent tire dealers, and in 
substance, again brings out the same complaints as registered in Senate 
committee print No. 3, Select Committee on Small Business, previ- 
ously referred to. 


ANNUAL REvORT OF THE SELECT COMMITTEE ON SMALL BusiNess, UNITED 
STATES SENATE, 83D CONGRESS, 2D SESSION 

The attention of your committee was drawn to conditions prevailing in one of 
the few “sick” segments of the generally thriving automotive field, the inde- 
pendent tire dealers. Many small tire dealers have indicated to your committee 
that in their opinion a continuation of the present practices in the rubber-tire 
industry may very well bring to an end the existence of small dealers as inde- 
pendent businessmen. In view of these allegations, your committee requested 
the staff to assemble information on conditions within the rubber-tire industry 
which directly affects the profit position of small tire dealers. 


VALIDITY OF LEGISLATION 


We have heard many during the life of the bill, in the legal profes- 
sion or spokesmen for these major rubber companies state that the 
proposed legislation is unconstitutional. This matter was thoroughly 
explored before the committees in the Senate by Senator James Mead 
when he brought to the attention of the Banking and Currency 
Committee the consent decree of the meat packers, which has been in 
existence for better than a quarter of a century, and that decree— 
Prohibits meat packers from operating retail stores or any operations in the 
retail field. The recent actions in the Pullman case for divorcement in building 


and selling and the motion-picture industry divorcing themselves from the manu- 
facturing and sales— 


and the proposed legislation does the same thing in protecting the 
independent tire trade. 

It is to be noted in leading gasoline publications of recent dates a 
warning was issued to petroleum companies that unless they change 
their practices in the retail field they will be facing legislation in the 
Congress for their divorcement in the retail field. 
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In many States throughout the Nation the States protect the 
independent trade by prohibiting those in the liquor or beer industry 
to own and operate retail stores. 

Summarizing, Mr. Chairman, what the bill provides is that it places 
a definite prohibition on the tire manufacturer from any and all 
operations in the retail field, except through independent retailers. 
The bill does not create exclusive domain for independent tire dealers. 
It gives the same privilege to all independent retailers, be they in the 
automobile field, the gasoline field, the hardware field, or any other 
industry if they are an independent retailer, but again, it definitely 
prohibits these major tire manufacturers owning and operating retail 
stores or having any direct business relationship with the ultimate 
consumer or user. 

It places certain prohibition on the oil companies in the gasoline 
field where they own and operate their own stations and at the same 
time sell tires. 

In my official position with both the dual services I represent, I 
know the constant worry in the minds of efficient independent mem- 
bers of the rubber-tire industry just how far they can go to expand 
their operation as they have a cloud hanging over their heads that 
sooner or later their supplier will open up a retail store in direct com- 
petition with them and all other independent retailers and they know 
no independent tire dealer can ever hope to meet that competition. 

Relative to this statement, it is interesting to note in the Federal 
Trade Commission Docket No. 2116, in the Matter of the Goodyear 
Tire and Rubber Company, dated March 5, 1936, it says in part and 
I quote: 

The price wars which were started upon commercial business periodically by 
the large manufacturers operating their own retail stores were the direct result 
of the demoralization which had come into the price field. 

This statement also holds true today, and a check in many of the 
major markets throughout the Nation will tell you that there is no 
end to where these manufacturers will go in their pricing in the sale 
of commercial tires, which no dealer could ever hope to meet. 

Testimony may be brought in by the big rubber manufacturers 
where they will show that this condition doesn’t exist, and we will 
say that that statement was answered once and for all times by a 
recent analysis made in the House Small Business Committee which 
showed very definitely the increasing inroads made by the major tire 
manufacturers in their own retail stores in the sale of truck and bus 
tires. 

In conclusion, Mr. Chairman, in my position as president of the 
Tire Dealers Association 1923-24 and 1925, then again president of 
other dealer national groups, and more recently as an employee of the 
National Association of Independent Tire Dealers, 1935 to 1941, I 
have said in behalf of dealers that the dealers of this Nation have no 
objection if any or all tire manufacturers declare a policy of eliminating 
the retail dealer, and doing their business through their own stores 
and direct to the consumer, but we definitely oppose any policy that 
courts the favor of independent. tire dealers and at the same time 
institutes practices that are cutting the throats of their own and all 
independent tire dealers. 

Finally, the Big Four rubber companies have ample business that 
will carry them successfully through any normal business year, in 
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their part in the rubber tire field, and if the trend continues, there is 
very little potential business left for the independent retailer and the 
smaller tire manufacturer. It’s well to list the control that these 
Big Four have: 

1. 100 percent original tire equipment, including the spare tire on 
new automobiles, which was the heretofore business of the independent 
tire retailer 

2. Major tieup with leading oil companies. 

i ‘ompany-owned stores In major trading areas throughout the 
Nation, all soliciting the same business as the independent dealers. 

1. Practically 100 percent monopoly on mileage contracts on bus 
tires on interstate and intrastate buslines. 

Actively operating in the tire rebuilding field 

Senator Henprickson. I am very much interested, Mr. Burger, in 
your comment under paragraph 2, “Major tieup with leading oil 
companies.’ 

To what extent does that exist? 

Mr. Burcer. Senator, in most instances the big oil companies have 
tieups with the rubber companies. I don’t believe it has changed. 
They have a selling arrangement in which they get a cutback on every 
tire that is sold in that independent filling station. They get a cut- 
back on every single tire 

[ remember a witness from your own State of New Jersey, Mr. 
John Girard from Newark, N. J., then a member of the firm of 
R. A. McDonough Co., who came before the Senate Banking and 
Currency Committee, and he stated - that committee that he went 
into the Goodyear place in Newark, J., when there was an urgent 
need for batteries and tires, and 2 batteries and tires there were 
earmarked Shell or Sinclair, and he could not get a single one of those 
tires or batteries. 

Senator Bankhead had asked what was the arrangement that they 
had with those oil companies. He replied that they delivered these 
tires to the filling stations in the area of Newark and surrounding 
area and et and got a small handling charge from the com- 
pany for it, but the oil companies got a cut there. I think the rela- 
tionship on the question was thoroughly explored. 

Senator Henprickson. What was the channel through which that 
cutback passed? What channel would be used? Would it be the 
dealer? 

Mr. Burcer. In the first instance, the tire is delivered to John 
Doe, the filling station in Newark, let us say. The oil company 
gets a report from the rubber company as to how many tires are 
sold in that area to their station, and then there is a rebate handed 
back to the oil company on all the tires sold in that area. That is 
No. 

I remember sitting in the Athletic Club in Dallas, Tex., in 1938 or 
39. I was then a guest of the division manager of the United States 
Rubber Co. He was very much upset as he said that day they had 
to turn over a check, I think to Magnolia Petroleum of $10,000 or 
$15,000 cutback on all the tires sold in that area to the oil company 
stations, and said what he was concerned about was that oil 
companies would get a similar cutback from Firestone Co. for the tires 
that were sold in that are: 


RR ern - 
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Finally there is one other point on the question and that is this: 
One of these major oil companies have their own brand tire, they 
don’t go in with any specific order and say, ““You are going to sell 
Mobile or Amoco tires, but the inference is that it is seldom where 
there will be a new lessee in the station. That was filed definitely 
in the Senate committee print of 1941, of the hookup of the major 
oil companies and the major tire companies, and there has been no 
change in that planning. 

Senator Henprickson. Would the books of these major oil com- 
panies sustain that charge? 

Mr. Burcer. No question at all, unless it is handled like it was 
in the Goodyear-Sears case when that was under consideration and 
the board of directors and the executive committee of the Goodyear 
Tire & Rubber Co. didn’t know that $800,000 check had been paid 
to Sears, to General Wood, on a contract. In what way it is handled, 
[ do not know, but the books should show it, if books are kept, very 
definitely. I think you will find that. 

These figures which I cite can be confirmed by either the Federal 
Trade Commission or the Department of Justice. 

We had hopes of relief through the enactment of the Robinson- 
Patman Act to bring the necessary correction to preserve the life of 
the independents. The major rubber companies paid little or no 
attention to that as the files of the Federal Trade Commission will 
disclose. 

When we alone tried to bring help through the Robinson-Patman 
Act through the quantity discount rule, which is now pending in the 
Federal courts, the major rubber companies fought and will still fight 
to the very limit any action to bring fair pricing. 

Mr. Chairman, a proper question from the Chair, or members of 
the committee would be, “Why can’t you get the relief through the 
Federal Trade Commission?” In answer to this it would be well to 
note in the staff report to the House Small Business Committee 
pursuant to House Resolution 64, 79th Congress, United States 
Versus Economic Concentration and Monopoly, the report states 
(p. 26) subcommittee headed by Senator Kefauver, then a member 
of the House: 


The statement from Mr. George J. Burger of the Burger Tire Consultant 
Service makes very detailed and lengthy charges that the cease-and-desist order 
issued by the Federal Trade Commission against the United States Rubber Co. 
in 1939 was meaningless in terms of practical results. 

And I say here as of this moment, we have no indication, Senator 
Hendrickson, whether that order has ever been lived up to because 
if the order had been lived up to these cutbacks going to these oil 
companies, or some of these new contracts that have been entered 
would not have existed if that order had been enforced. 

So I say in conclusion, Mr. Chairman, either the Congress is going 
to recognize this serious situation and give the needed legislative 
relief or it wiJl result in just what Senator Capehart has said, and far 
be it from me to misquote the reported statement of that late honored 
statesman, the Honorable Robert Taft, when he said in at least two 
instances that sooner or later Congress must recognize this type of 
legislation. 








12 DISTRIBUTION OF MOTOR VEHICLE TIRES 


In behalf of small business of this Nation I am authorized to speak 
for through the National Federation of Independent Business, I 
urge the approval of the legislation 

Mr. GREEN. May I interrupt, at that point, Mr. Burger, for a 
matter of clarification. 

Senator Henprickson. Mr. Green 

Mr. Green. If you will refer back to page 16 of your statement, 
after you set forth item 5, “actively opreating in the tire rebuilding 
field,’ at that point you and Senator Hendrickson went into a 
discussion relative to cutbacks 

Mr. Burger. Cutbacks on major oil-rubber company tieups. 

Mr. Green. At that point you made a statement of some figures 
which the books of the companies should show if kept. 

Mr. Burcer. That exactly 

Mr. Green. Then I notice in the next paragraph which you picked 
up in your statement, the sentence: 

These figures which I cite can be confirmed by either the Federal Trade 
Commission or the Department of Justice. 

Mr. Burerr. I refer to these five. 

Mr. Green. I want the record to be clear that the figures referred 
to are not the figures that you spoke about to Senator Hendrickson. 

Senator Henpricxson. Not the cutbacks. 

Mr. Burcer. No, Mr. Chairman, that is right. 

I did not request these telegrams but it is very apropos, and I think 
most of these telegrams would be witnesses who would be pleased to 
appear before this committee and give testimony. This telegram is 
from Mount Vernon, N. Y., signed by Austin Bliss, General Tire Co., 
Inc., Robert C. Cornell, president: 

We authorize you to represent us in favor of Senate bill No. 175. As an 
independent tire dealer we find it impossible to compete with manufacturers who 
sell direct to consumer. 

These telegrams are all dated yesterday. I am turning over the 
telegrams to ‘the committee. 

Senator Henprickson. They are all to the same effect? 

Mr. Burcer. They are all to the same effect. This is from the 
Gurley Lord Tire Co., San Francisco. Here is one from Joe Kav- 
anaugh, Denver, Colo.; Frank Hartigan, Hartigan Tire Co., Fox 
Lake, Ill.; he advises me to represent them and 40 retail dealers. 

Here is one from the Campion Graham Tire Co., of Chicago, IIl. 
Here is 1 ave the Volk Tire Corp., Trenton, N. J.; and 1 from Mont- 
clair, N. J., from Henry Goepfert. Here is another one from New 
York City, "Bergen & Zaager, 242 West 56th Street. Here is 1 from 
Paterson, N. rr from I. Friedman; 1 from A. C. Schwartz, New York; 
1 from Lincoln Tire & Appliance Co. 

I will ask at this moment, Mr. Chairman, that these telegrams may 
be made a part of the record. 

Senator Hrenpricxson. Without objection they may be incorpo- 
rated in the record at this point. 
(Telegrams referred to follow:) 
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LINCOLN, Iuu., May 19, 1954 
GEORGE BURGER, 
Room ?40, Washington Building, Washington, D. C.: 

Urgent you do everything possible to pass 8.175. Conditions for retailers are 
steadily deteriorating. Many have gone out of business, others are holding on 
by skin of their teeth. They can’t compete against manufacturers much longer. 

Roy CLAPPER, 
Lincoln Tire & Appliance Co. 


FRENTON, N.J., May 19, 1954 
GeEorGE J. BuRGER, 
7401 Washington Building, Washington, D. C. 


Dear Mr. Burcer: I am authorizing you to act for me. I am in full support 
of the measure vou are seeking to get action on. I feel if nothing done quickly to 
stop the major tire companies from expanding in the retail field there is absolutely 
no future for the independent tire dealer. 

Very truly yours, 
GEORGE Yoosco 





New York, N. Y., May 19, 1954 
GEORGE BURGER, 
740 Washington Building, Washington, D. C.: 

Friend George, we and all the other members of the GNYTB Association are 
100 percent behind you in your great work—let no one underestimate its importance 
to our existence. The intolerable situation existing today in the tire business is 
unparalled in any other field and can be alleviated only by the process of your bill. 
Wishing you and ourselves great success 

Avex A. C. Scuwartz Co 


PATERSON, N. J., May 19, 1954 
GEORGE BURGER, 
740 Washington Building, Washington, D. C.: 

We ask you to appear before the Judiciary Committee in regard to bill No 
S. 175 for which we are in favor and if this bill is not passed we cannot exist in the 
tire business in competition with tire manufacturers which are in the retail 
business 

Very truly yours, 
I. FRIEDMAN 





New York, N. Y., May 19, 1954. 
GrorGE J. BURGER, 
740 Washington Building, Washington, D. C.: 


Authorize you advise committee of our full support of your action in favoring 
of 8. 175. There can be no future for us as independent tire dealers if tire manu- 
facturers are permitted to continue operating and expanding in the retail field. 

BERGEN AND ZAAGER. 


Monrcuair, N. J., May 19, 1954. 
GEORGE BURGER, 
740 Washington Building, Washington, D. C. 

Drar GEORGE: Please be my voice in urging the passing of bill 8. 175. I am 
sure every independent tire dealer in the country agrees the company-owned 
store is unnecessary and creates a terrific hardship on the tire dealer. The com- 
pany-owned store discriminates against the independent tire dealer and tends to 
create a monopoly. Small-business men would like to see the manufacturer re- 
moved from retail selling. Let’s have free enterprise at all levels of business. 
Please accept my warmest personal regards, George, and extend like greetings to 
Senator Murray. 

Sincerely, 
Hank Henry F. Goeprert. 


48490—54—— 


eo 
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TRENTON, N. J., May 19, 1954. 
GEORGE J. BURGER, 
740 Washington Building, Washington, D. C.: 

I am authorizing you to act for. I am in full support of the measure you are 
trying to get through. If nothing is done quickly to stop the major tire companies 
from expanding in the retail field there is absolutely no future for the independent 
tire dealers 
VoLk TrrRE Corp. 
Vincent Mutt, President. 


Cuicaao, Iuu., May 19, 1954. 


GEORGE BURGER, 
Washington, D. C 


We authorize you to speak for us on 8, 175. 
CAMPION GRAHAM TIRE Co. 


NORWALK, Conn., May 19, 1954. 


GEORGE J. BURGER, 
Washington, D C 
We authorize you to advise committee of our full support in your action in 
favor of bill 8. 175. As independent tire dealers can see no future if tire manu- 
facturers continue to expand entire retail field. 
NORWALK CuRRIE TrRE Co., INc., 
L. J. Currie, President. 


Fox Lakes, Iuu., May 19, 1954. 


Gro. BURGER, 
Washington, dD. C. 

A reminder to Senator Dirksen that I was president of Grant Township Republi- 
cans when he was elected might be helpful. 
HArRTIGAN TIRE Co., 
FRANK M. HaRrTIGAN. 


Fox Lake, Iuu., May 19, 1954. 


GEORGE BURGER, 
Washington, D. C. 
Our 40 retail tire dealers in Lake and McHenry Counties in Illinois join us in 
authorizing you to represent us regarding S. No. 175. ead other wire regarding 


Senator Dirksen. 
HARTIGAN TiRE Co., 


FRANK M. HarRTIGAN. 





San Francisco, Cauir., May 20, 1954. 


GEORGE J. BuRGER, 
National Federation of Independent Business, 
Washington, D. C.: 
As one of the few remaining independent tire dealers we urge that Congress if 
possible provide some method which will protect small businesses against the 
ever-increasing inroads being made by the manufacturers in competing in the 
retail field. 
GurRLeY Lorp Trre Co., 
D. A. Lorp, President. 





Mounr VERNON, N. Y., May 29, 1954. 


GEORGE BURGER, 
Washington, D. ¢ 
We authorize you to represent us in favor Senate bill No.1 75. As an independent 


tire dealer we find it impossible to compete with manufacturers who also sell 


direct to consumer 
AusTIN Butss GENERAL TIRE Co., INc. 


Ropert CC, CorNneuu, President. 


Peer PaO ARE o 
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DENVER, CoLo., May 19, 1954. 
GEORGE BURGER, 
Washington, D. C.: 


Unable to attend meeting on bill 8S. 175 now pending. Will you represent us 
at this meeting? Bad situation exists where rubber manufacturers are in the 
retail business. Take our tire supplier, whom we represented for over 23 years, 
have opened their own retail store and have called and sold tires at almost cecst 
to our customers. We will be forced to sell out or close up if this situation is not 
corrected. They give their stores a better buying price, and consign stocks, 
they get all the specials first and if anything is left the dealer can have 

Joe Kavanavuan, Inc 


Mr. Bureer. I realize what a tremendous task the Members of 
Congress are facing, and there are two other witnesses. I do not 
want to take up time. I want to read into the record the letter from 
Mr. Charles D. Kimball, May 18, 1954, Chicago, IIL: 


Received your Western Union telegram with reference to the hearing being 
held on Senate bill 175 on Friday, May 21. Not being able to attend this hearing, 
we want to express our appreciation for not only your efforts but also those of 
the Senate Smal! Business Committee in bringing this bill to a hearing. 

We received some information yesterday morning at a sales meeting in Chicago 
of one of the large rubber companies. I understand this information was com- 
piled by an advertising agency working in conjunction with this company. 

The following is a list of the companies’ percentages of the tires for sale in the 
Chicago metropolitan district. 


CGoodvear 19.8 
Sears 16. 0 
Firestone 14.0 
United States Rubber 11.8 
Atlas 9. 5 


And he lists all down the line of each tire company. 


All together there are 19 company-owned stores operated by Firestone, Good- 
vear, Goodrich, and General. You will appreciate that several of the large 
companies manufacture the majority of tires for the mail-order houses as well 
as for the oil companies. I think this information might be ef advantage to 
you in your hearing Friday. 


I ask the privilege for that to be inserted in the record. 

Senator Henprickson. Without objection, that will be the order. 

(Letter referred to follows:) 

Cuicaco, May 18, 1954, 
Mr. Georce J. BURGER, 
Washington, D. C. 

Dear Sir: Received your Western Union telegram with reference to the hearing 
being held on Senate bill 175 on Friday, May 21. Not being abie to attend this 
hearing, we want to express our appreciation for not only your efforts but also 
those of the Senate Small Business Committee in bringing this bill to a hearing. 

We received some information yesterday morning at a sales meeting in Chicago 
of one of the large rubber companies. I understand this information was com- 
piled by an advertising agency working in conjunction with this company. 

The following is a list of the companies’ percentages of the tires for sale in the 
Chicago metropolitan district. 


Goodvear 19. 8! Lee 2.2 
Sears 16. 0| Mobile i 
Firestone 14.0 Dunlop és 1. 6 
United States Rubber 11. 8 Fisk l. 1 
Atlas 9.5) Kelly .o 
Goodrich 8. 9 | Seiberling .3 
Wards 5. 6, All others ’ ite aon 
General 2.8 


All together there are 19 company-owned stores operated by Firestone, Good- 
year, Goodrich, and General. You will appreciate that several of the large 
companies manufacture the majority of tires for the mail-order houses as well as 
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for the oil companies. I think this information might be of advantage to you in 
your hearing Friday. 

About a year ago I wrote a letter to the NAITD calling their attention to the 
importance of the passage of the carload discount bill now being held by the 
Federal Trade Commission—for some reason which the independent dealers 
cannot understand. We certainly need this bill passed in order to get protection 
against mass production and mass distribution. We sent you a copy of this 
letter. 

The competition created by the company-owned stores, mail-order houses, and 
oil companies are compelling the independent tire dealer of today to sell truck 
tires for approximately 10 percent gross profit, and the pressure being brought 
by the manufacturer is terrific, and I am speaking for hundreds of tire dealers 
that I know are operating on this percentage or less. We feel that a very import- 
tant investigation is needed at this time of the manufacturing and merchandising 
operation followed by the major rubber companies. This is important to save 
the independent tire dealer 

Beware of figures presented at this hearing submitted by the manufacturers. 

Yours very truly, 
CHARLES D. KIMBALL. 


Mr. Burcer. Mr. Chairman, there are 2 other letters along the 
same line from the Maize Tire Co., Inc., of Columbus, Ohio, and 1 
from the Milton Rosen Tire & Rubber Co., Inc., of St. Paul, Minn., 
and 1 from the Bibbins Home & Auto Supply Co., Santa Cruz, Calif., 
and these are all unsolicited 

Senator Henprickson. We will follow the same course with respect 
to these communications. They may become part of the record. 

(Letters referred to follow:) 

Maize TrreE Co., Inc., 
Columbus, Ohio, May 18, 1954. 
Mr. Georce J. BurGer, 


740 Washington Building, 
Washington, D. C. 


Dear Georce: After 21 years in business as an independent tire dealer here 
in Columbus, Ohio, we should know some of its evils. 

The main evil, and that is the opinion of Earl Jeanes and myself, is that this 
market is controlled by the company-owned stores, and that goes for all the larger 
markets You know, George, we at one time had one of the Big Four line of tires, 
and did they ever cut our throats from ear to ear. 

In about 3 years we purchased from them $300,000 in tires, tubes, etc. Then 
3 years ago last March, when there was a shortage of tires due to Korea, they 
were big hearted and let us purchase 8 tires. Now, you know their factory- 
owned store here in Columbus was well taken care of. 

Getting back to Korea and this tire business, isn’t it a shame that there has 
to be a war to keep the independent tire dealers in this country from going broke? 
Conditions are the same now as they were before World War II. In fact, they 
are worse. The four big ones control the markets throughout this country. 

Small business has been the backbone of our United States, but, with monopoly 
and unfair practice, that backbone is coming to the breaking point as far as the 
independent tire dealer is concerned. 

Sincerely, 
Wauitney W. Maize, President. 
Ear. M. Jeanes, Vice President. 


Mitton Rosen Trre & RuBBER Co., INc., 
Saint Paul, Minn., May 17, 1954. 
Mr. GeorceE J. BuRGER, 
Washington Building, 
Washington 6.23: 

Dear GeorGE: First I want you to know that Catherine and I enjoyed being 
with you and it really was refreshing to see you looking so well and in the same 
old fighting spirit 

I agree with you, George, there’s no need of rehashing the problems of the 
independent tire dealer. My only regret is that I have put so many years into 


— 
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a worthless, useless business. It makes one feel grieved to think that our Gov- 
ernment pays so little attention to the small-business man who, in the long run, 
is the bone of contention of our Nation. But the direct-sale, the cut-price, and 
the chain-store business is squeezing the daylights out of the small-business man 
and I just don’t know what the future holds for any retailer. I know what you 
mean when you speak of the labor leadership. I have watched them and they 
are organized and they have the people whom they represent solidly behind them, 
and that’s what counts these days—loyalty and cooperation. 

If your travels ever taken you out this way, remember there’s a warm spot 
awaiting you at the Rosen mansion. With every good wish—in which Catherine 
joins me—I remain 

Yours truly, 
MILvon Rosen, President 


Brppins Home & Avvo Supp ty, 
Santa Cruz, Calif., May 16, 1954. 

Mr. Burcer: Will you please answer a few questions and problems that is 
bothering me. Why do the rublter companies put on a tire sale about every 2 
months. In your honest opinion is it to help the dealer or help their volume 
Sure volume is good, but I have checked and find out when we don’t have a sale 
we still are selling new tires with a lot less trade-in allowance and don’t have to 
sell as many to make the same profit. For example, why put in national adver- 
tisement how great and wonderful their tires are, safest tire made, defies skids, 
gives better mileage. The dealer goes ahead and gives a good sales talk believing 
this. Then they come along and offer $24 to $34 allowance for recappable tires 
(which we can buy for $1.50 apiece). If it is such a good tire why all this. In 
one statement they are bragging how good the tire and in the next telling the 
public it can’t be so good, we are offering part of our dealers’ profit so you will 
buy them (they don’t cut their cost to us). Personally I would rather recap 4 
tires than sell 4 new ones. 

Also regarding adjustments, who keeps the customer satisfied We are the 
ones who get the brunt of this. One wrong word with them and we lose a customer 
for tires forever. He may be from out of State or the original car owner, but 
we could lose them if we didn’t take time to satisfy them. I wonder if the tire 
companies appreciate what we do 

To my way of thinking it all boils down to, why not lower the list price to dealer 
billing and let it go at that It’s no tun trying to sell quality »1v more, especially 


in tires, because the tire companies may have a big sale the next day. If they 
continue sales like this, why not take on a line with a longer discount and make 
more After all, it’s six-tenths the firm and four-tenths the product 


Yours truly, 
Guy Bresin 

Mr. Burcer. I think that the committee must be forewarned, 
whatever further action it takes, of the wrong information that will be 
given on this bill if there are further hearings, particularly emanating 
from the big tire manufacturers. 1 am referring to an editorial that 
appeared in that very valuable and I think fine paper, the Akron 
Beacon Journal of May 17, 1954, in which they classed this proposed 
legislation as What an Absurd Scheme. 

I would like to have that editorial inserted in the record with my 
answer to the editor of the Akron Beacon Journal to that editorial. 

I bring it up, Mr. Chairman, because of the fact that there were 
statements made by an ex-Member of the Senate that this bill would 
work certain injuries, and Senator Fulbright corrected the ex-Senator 
on his misinterpretation of the bill. 

Senator Henprickson. Without objection, the two items will be 
inserted in the record. 

(Documents referred to follow:) 
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NATIONAL FEDERATION OF INDEPENDENT BUSINESS, 
Washington, D. C., May 19, 1954. 
Epiror, AKRON BEACON JOURNAL, 
Akron, Ohio 


Dear Str: To the credit of the Journal, they have always been willing to give 
privilege for anyone to express their views on any or all editorial items which 
appear in the Journal. That’s a splendid tradition of the Journal and let us hope 
that it will continue as it typifies free press. 

I note with considerable interest the editorial which appeared in the Journal of 
Mav 17 What An Absurd Schem« Well, of course there are many logical and 
correct, answers to that statement in the attempt to justify the need fc 1 the Con- 
to enact legislation prohibiting the rubber-tire industry operating retail 
stores and other monopolistic moves prevailing within the rubber-tire industry. 

Beer in mind that the meatpackers for over a quarter of a century bv a consent 





decree have been prohibited from owning and opereting retail stores. Then most 
of the States prohibit those in the manufacturing of spirits owning and operating 
retail stores 

Recent action as it appli d t the Pullman Co. has been taken and even more 
recently the moving-picture industry has been divorced insofar as manufacturing 

elling. It is to be noted verv recently that leading authorities in the petroleum 
field (gasoline) warned that if the practices in that industrv are not corrected they 
‘an bring on themselves similar legislation to that proposed in the rubber-tires bill. 

If these tire manufacturers owning and operating retail stores and handling 
business direct with the ultimate users believe that procedure is a more satisfactors 
procedure for the ultimate user then the tire dealers of this Nation have said and 
will sav—the manufacturers owe it to the public to eliminate once and for all 
times the indepet dent tire sales and services. 

I think vou bring up a very interesting thought in vour editorial where vou state 

No doubt the book dealers resent the fact that everv newsstand sells cheap 
reprints these days.’’ I don’t think vou will find the book stores complaining 
about that as they too can sell the cheap reprints and bv some manner or means 
thev are all generally sold in or around the same resale price, and when it comes to 
books the book stores are protected in 45 States through fair-trade legislation 
which the independent tire retailers doesn’t have, and if the industry did adopt 
fair trade and the manufacturer lived up to the law the deelers of this Nation 
wouldn’t be much concerned or worried who would get the tire business 

I think if one were to make a close study of some certain executives in Akron 
it might be found shortly before World War II one executive was reported as 
stating, “If conditions get so bad, maybe the Government will take us over,”’ and 
that didn’t emanate from any independent tire dealer 

In conclusion—the rubber-tires bill as proposed doesn’t give exclusive domain 
to the independent tire dealer. Independent filling stations, garages, automobile 
dealers, hardware dealers, if they are all independents will have the same opportun- 
itv to purchase and resell tires as the independent dealers, and even @ mass dis- 
tributor if the mass distributor has no financial interest in a rubber-tire manufac- 
turing plant 

During the whole history of the biil beginning in 1942, and it seems up to the 
moment, there has been an attempt to mislead or deceive either congressional 
leaders, industry or the public as to the real intent of the bill 

Ex-Senator Danaher, representing the B. F. Goodrich Co., appearing before the 
Banking and Currency Committee of the Senate July 23, 1946, said, ‘I might 
point out to the Senators, there are tens of thousands of little gas-station operators, 
people I do not represent at all, that are also affected by this bill.” 

“Senator FuLsricur. I don’t understand that last point. It is only if that gas 
station is owned by the manufacturer where it is affected.” 

“Mr. Dananer. That is correct.” 

“Senator Futsricut. But tens of thousands of little gas-station operators are 
not excluded from handling tires by this bill.”’ 

“Mr. DaNaHER. Maybe tens of thousands is an exaggeration. I don’t know 
the exact facts about that I am not a ‘competent’ witness, but there are thou- 
sands of them, at any rate, let me say to the Senator from Arkansas.” 

Finally, it has been stated twice to the writer’s knowledge that the late Senator 
Taft, that eminent statesman, said, ‘Sooner or later Congress will have to recog- 
nize this type of legislation.”’ 

Sincerely yours, 
GeorcE J. Buraer, Vice President. 
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{From the Akron Beacon Journal, May 17, 1954] 
Wat an ABSURD SCHEME 


Talk about restraint of trade. 

What an artificial and discriminatory rigging there would be in favor of inde- 
pendent tire dealers if Congress were to approve their scheme for eliminating 
competition. 

Once again the dealers’ group whose spokesman is the voluble George J. Burger 
have had a bill introduced which would bar tire manufacturers, mail-order houses, 
and petroleum distributing firms from selling tires at retail. 

Congress has spurned such suggestions before and no doubt will again, but the 
measure is to be given a hearing this week. 

The background is simplv this: Some dealers are resentful of the fact that tires 
are more widely available than they used to be—that thev’re sold at almost every 
gasoline station, that mail-order houses offer attractive low prices and that some 
of the rubber companies operate their awn retail stores. 

These dealers vearn for the ‘‘good old davs’’ when tires blew out freauently and 
had to be replaced after 5,000 miles and they—the independents—sold all but 
the original tires which came on the new cars. 

Thev seem to forget that times have changed—and so have merchandising 
methods 

No doubt the book dealers resent the fact that every newsstand sells cheap 
reprints these days 

Probably the proprietors of the old-time candy kitchens resent the competition 
of grocery stores and drive-ins. 

And department stores and women’s specialty shops may not like it that women 
can buy nvlon hose in drug stores—if that is the right name for those catch-all 
variety shops. 

Getting back to tires—it’s not as though the independents were being denied 
the 1ight to sell tires. The manufacturers who have some stores of their own are 
still distributing a lot of tires through independent merchants and there are a 
number of manufacturers who sell all of their output this wa¥ and are anxious to 
sell more. 

Some of the independent dealers sell other products, too, including gasoline. 
But they don’t want gasoline companies to sell tires. 

These dealers certainly haven’t stopped to think to what absurd lengths their 
philosophy would take them, if every manufacturer of consumer goods were 
forbidden to sell his own product at retail. 

Manv tire dealers through aggressive salesmanship and good service, are doing 
verv well, thank vou. We doubt that thev are among those crying for Federal 
guardianship. 

It hardly seems possible, under an administration which is committed to a 
reduction of Government controls over business, that this bill to reduce competition 
in the tire business will get far. 


Mr. Buresr. Mr. Chairman, I want to conclude this statement. 
I travel this country every year from coast to coast and border to 
border; that is, when I am not home in my home in New Rochelle, 
N. Y. I get there occasionally. 

I am in daily contact, I would say very frequent contact through 
my operations at the National Federation of Independent Business 
and it brings me in contact with a wider scope of the problem, and 
I know this: that when a dealer from the city of Newark, N. J. layed 
on the line the facts in the case before the Senate Banking and Cur- 
rency Committee on this same legislation, within the month, the legs 
were cut from underneath him. In other words, his employment with 
the company had to end. Either he went or the contract was can- 
celed because he spoke the truth. 

We have a situation in the rubber-tire industry today such that 
this room could be jammed with dealers, but many of them are afraid 
of retaliation. 

I grew up in the tire business. I started in the tire business in 1909 
at Broadway and 55th Street, New York. I woke up one day and I 
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didn’t have a business, not due to inefficiency or inability, and I say 
this much: that in my recent tour to the coast and back I discovered 
that there are dealers representing rubber companies for 25 years and 
they wake up one morning and learn that there is a company-owned 
store nearby. 

Senator Henpricxson. Are not the gasoline dealers pretty much 
in the saine fix? 

Mr. Burcer. Exactly. That is what the gasoline publication said 
recently, that the gasoline trade is facing the same situation. 

So I say to you that this legislation must be considered and the same 
appeal is now being made by federation members in other lines of 
industry for the same type of relief. 

Senator Henprickson. As you probably know in my own State, 
New Jersey, we are having a rather drastic price war. 

Mr. Buraer. It is pitiful. 

Senator Henprickson. Is the gas related to your tire problem there, 
for instance? 

Mr. Burcer. I would say, to answer your question, that I think 
one of the deterrent factors, one of the reasons why we have not had 
a repetition of the price wars in the rubber tire industry is due pri- 
marily to one thing, Senator Hendrickson, the present operations of 
the Small Business Committees of the Congress. 1 think if those two 
committees were not in existence, we would have the price wars that 
we had in the thirties. I think they have price wars going on under 
cover in the metropolitan market, that they are going into the con- 
sumer, the big users, and giving all kinds of prices ‘and the dealer 
either takes the order or not. 

I was in the southwestern part of this country a year ago and here 
was an order placed to the rubber tire dealer totaling $25,000 worth 
of truck tires. All that actually was issued by his supplier to take 
that order was a $500 gross profit, Senator—‘ Take it and put it on 
the books, and if you don’t take it we will channel it through a com- 
pany-owned store.”’ 

So what you have in the gasoline situation in New Jersey exists 
elsewhere and we had a telegram a day or two ago from Salt Lake 
City where it is also on the warpath now. So it is spreading all over 
the country. You are absolutely correct. Your State has been no- 
torious in that in recent years. 

Senator Henprickson. It is a difficult situation to solve. 

Counsel, do you have any questions? 

Mr. Green. No further questions. 

Senator Henpricxson. Thank you very much, Mr. Burger. We 
appreciate your appearance here. 

The next witness is Hon. Charles P. Raney, Jr., of the Raney Tire 

of Akron, Ohio. 


STATEMENT OF CHARLES P. RANEY, JR., RANEY TIRE CO, 
AKRON, OHIO 


Mr. Raney, have you a prepared statement? 

Mr. Raney. I have. 

Senator Henpricxson. Mr. Raney, will you first state your name 
and address and association for the purpose of the record and then 
you may proceed in your own way. 
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Mr. Raney. I am Charles Raney, Jr., owner and operator of 
Raney Tire Co., located in the city of Akron, Ohio. My company 
is engaged in all phases of selling and servicing rubber tires, includ- 
ing the distribution of new tires, tire treading, repairing, balancing, 
and complete servicing. We provide no other types of merchandise 
or service. 

The company was founded in 1921 by my father, Charles P. 
Raney, Sr., who owned and operated the business for 30 years until 
January of 1951. I was employed by the company in June of 1941 
and became manager of the business in March of 1946 after returning 
from 3 years in the United States Army Air Corps. In January 1951 
the company was purchased by me and that is the situation as of today. 

The purpose of my statement at this hearing is to convey to your 
committee my outlook on future prospects for the independent tire 
dealer. 1 have worked in no other line of endeavor. My entire 
background is that of the tire business and so, at 32 years of age, I am 
immensely disturbed by what appears to me to be a rapidly closing 
avenue of opportunity. Under existing field rules, 1 am very much 
afraid that the days of the independent tire dealer, and in a broader 
sense, all small business, are numbered. 

Senator Henprickson. When you use the term ‘existing field rules,”’ 
you mean existing practices, do you not? 

Mr. Raney. Yes, sir. 

The reason they are numbered is simply this: In an effort to obtain 
what the tire manufacturer calls his share of the market, he has 
viciously and undeniably gone directly to the consumer to sell his tires, 
bypassing all the established routes of distribution. This has been 
accomplished directly from the factory door or from another door 
down the street facetiously called a company-owned store. 

This has been accomplished at prices wholly inconsistent with a 
decent price structure necessary for an independent dealer to be profit- 
able or even a company-owned store to be profitable. When one 
factory determines to deal direct with the consumer, the others must 
apparently follow in order to be what some term competitive. It mat- 
ters not what share of the business is being handled in this and various 
manners. It appears that low price, not procedures, has become 
accepted as the yardstick of free trade, whereas, in reality, price 
becomes only relative when principle is involved. 

If I thought that the past and present trends in the distribution of 
tires were to continue without correction, I would sell my business 
without further consideration and attempt to obtain employment 
with one of the major rubber companies, because as surely as time 
passes, there is where we dealers would eventually be if we wished to 
remain with the tire industry. How can I, as an independent tire 
dealer, hope to compete with my own suppliers, when they are attempt- 
ing to make deals direct with the consumer at prices very near those 
that I pay and in some instances considerably below? 

The tire dealer who does compete is either losing money or he is 
acting merely as a commissioned salesman for the factory wherein he 
receives a small subsidy. When I refer to “my own suppliers” I do 
not refer to any particular supplier, because I represent one manufac- 
turer who does not believe in direct deals and engages in such only in 
rare instances and then on mileage contract. This I believe to be 
true. 
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Senator Henprickson. The Chair is not familiar with these terms. 
What do vou mean by ‘mileage contract’’? 

Mr. Burger. May I answer the question? 

Mr. Raney. Certainly 

Senator Henprickson. It does not make any difference. Just so 
that we have it for the record 

Mir. Burger. | didn’t want to impose on Mr. Raney. He is a 
voung man in the business 

On these mileage contracts they rent and service the tires. Take 
the Public Service of New Jersey. They don’t own the tires. That is 
the only thing Public Service does not own. They own the buses and 
buy gasoline and insurance, but when it comes to tires the rubber 
company owns the tires and charges them for accrued mileage as they 
use the bus. The four major companies have a monopoly throughout 
the United States on that. Those are figures from the Federal Trade 
Commission. 

Mr. Green. Are there any contractual arrangements between the 
bus companies and independent tire dealers for the same purpose? 

Mr. Burcer. To answer your question, Mr. Green, I was talking to 
i representive of Capital Transit one day, coming from the West, and I 
showed him they could buy and service their tires at a lesser cost per 
mile than they are at the present time with these major tire companies, 
but they look at the convenience and continuity. Then I spoke to 
the late Hugh Shearin, president of the Fifth Avenue Coach Co., and 
he said, “Don’t spoil that racket we have.”’ 

As far as relationship is concerned, Mr. Green, I know that there 
was some exchange of relationship between bus and rubber companies 
because I think the public service in New Jersey, where Senator 
Hendrickson comes from, I think that contract was on either U. S. 
or Goodyear for years and within the past few years it changed over to 
another company. So there must be some relationship. 

Mr. Green. Mr. Raney, there is one question 1 would like to ask 
of you. You made a statement: 

How can I, as an independent tire dealer hope to compete with my own suppliers 
when they are attempting to make deals direct with the consumer at prices very 
near those that I pay and in some instances considerably below. 

Do you mean as a factual matter that the tire manufacturers will sell 
to consumers at a price less than they will sell to you as a dealer? 

Mr. Raney. It has been done. I might even say it is common 
practice. 

Mr. Green. The same tire? 

Mr. Raney. Yes, sir. 

Senator Henprickson. All right, Mr. Raney. You may proceed. 

Mr. Raney. None the less I am attempting to compete with 
those manufacturers who do deal direct. Pity the poor dealer who 
tries to compete on such a basis with his own brand tire. 

There are those who feel that a change in methods of distribution 
is inevitable; that times have changed; that anything contrary to the 
present is a yearning for the good old days. I for one never experi- 
enced the so-called good old days and do not view the present methods 
of tire distribution as conducive to free enterprise. 

Let us analyze the situation for a moment; here we have a tremen- 
dous, expanding business virtually controlled, not influenced by, but 
controlled by 4, and we could possibly say 5, big rubber companies. A 
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layman could tell that they do not truly operate separately and 
independently of one another. One need merely to compare their 
advertising, their pricing structure, their willingness to even produce 
each other’s tire to see that true competition over and above cut- 
throat pricing tactics at the dealer level and encouraged py the manu- 
facturer just doesn’t exist. 

What does all this mean to me? It means that unless legislation, 
such as proposed in 8. 175 is enacted to eliminate some of the tactics 
currently accepted as shrewd business by the tire manufacturers, | 
see no relief for the tire dealers. I consider myself of average business 
ability and talent, but without protection from the suppliers of my 
own line of business. I feel that 12 years of my working life have been 
wasted. 

Senator Henprickson. What you are saying, Mr. Raney, is in 
fact that your concluding remark is that this rubber industry is one 
big monopoly? 

Mr. Raney. Yes, sir. In effect, that is what | am saying. 

Senator Henprickson. Have you any questions, Counsel? 

Mr. Green. No further questions, Mr. Chairman. 

Senator Henprickson. Thank you very much, Mr. Raney, for 
vour statement. 

Our next witness this morning is Mr. George H. Frates. Mr. 
Frates is a Washington representative of the National Association of 
Retail Druggists. 


STATEMENT OF GEORGE H. FRATES, WASHINGTON REPRESENTA- 


TIVE, THE NATIONAL ASSOCIATION OF RETAIL DRUGGISTS, 
WASHINGTON, D. C. 


Senator Henprickson. Mr. Frates, you have a prepared statement, 
do you not? 

Mr. Frares. Yes, su 

Senator HENDRICKSON. You may proceed to use it in your own 
manner. 

Mr. Frares. Senator Hendrickson, I want to thank you for the 
privilege of being invited to this meeting, and we express our sincere 
desire to support 5. 175. 

My name is George H. Frates. Iam the Washington representative 
of the National Association of Retail Druggists, an organization com- 
posed of 36,000 small independent retail pharm: wists practicing their 
profe ssion in every State of the Union and the District of ¢ ‘olumbia. 
These thousands of retailers own and operate their own associations. 
Our office is at 1163 National Press Building. Dr. John W. Dargavel 
is administrative supervisor. He is general manager and executive 
secretary of the NARD with headquarters in Chicago, Ill. 

We are in favor of the passage of S. 175, which is now pending before 
your committee. It might seem at first blush that there is a wide 
variance between the retailing of automobile tires and the retailing of 
drugs and drug sundries, therefore, we respectfully wish to call to the 
committee’s attention the fact that the invasion of one field, if finan- 
cially successful, presupposes the entry into another area, 

If a company is permitted to manufacture, distribute, and retail a 
given product under our free-enterprise system, that act is their 
privilege. Our concern, however, stems from the utter unfairness of 
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a manufacturer selling his own wares at. retail for a price substantially 
lower than other retailers handling his same item, this applies to 
services as well as merchandise. We believe this manipulation is 
accomplished by rigged discounts and is violative of fairdealing in the 
market place. A manufacturer who competes with his retailing dis- 
tributors and engages in predatory price-cutting uses the tool of a 
monopolist. 

The objective of S. 175 as we understand it, is to assure 
that all new, rebuilt, retreaded, and recapped tires, sold or delivered in the course 
of trade to consumers (except Government agencies) shall be sold or delivered only 
by or through independent tire dealers. 

The term ‘independent tire dealers’ does not include any person 
engaged in manufacturing tires. 

Small business today is fighting for its very existence. Almost 
di aily we hear lip service given to small business when it is said that 

“the small-business man is the backbone of the country.” 

If financially entrenched strength is to be the measuring stick be- 
tween success or failure in the free-enterprise system, then the small 
man who harbors a desire to make his own way in our economy, sup- 
port his dependents and pay taxes, has three strikes on him before he 
starts. 

We urge the passage of S. 175. 

Senator Henprickson. Thank you very much, Mr. Frates. Have 
you anything you want to add orally to that statement? 

Mr. Frares. No. Our concern, I will repeat, is occasioned by the 
fact that if this operation can go out of the tire industry and could 
well spill over into the drug industry and before long we might see 
drugs and sundries being handled at service stations, without super- 
vision of a registered pharmacist. Thank you, sir. 

Senator Henprickxson. There is, of course, a relationship which 
the Chair recognizes immediately. 

Are there any other witnesses this morning? 

Mr. Green. We have no other witnesses listed. 

Senator Henprickson. Is there anybody in the audience who wants 
to be heard for the bill? 

Is there anyone in the audience who wishes to be heard in opposition 
to the bill? 

Mr. Green. I might state, Senator, that the Department of Jus- 
tice has indicated that they are writing a report for the benefit of the 
committee which will be up shortly. 

Mr. McPhee from the Federal Trade Commission is here as an 
observer and indicated that their report will be forthcoming when they 
have had a chance to consider the bill. 

Senator Henprickson. Does the Federal Trade Commission care 
to be heard at all? 

Mr. Green. No, sir. They are just here as an observer at this 
time. 

Senator Henprickxson. These reports that will be coming in from 
the Department of Justice and from the Federal Trade Commission 
will be incorporated for the record. 

Mr. Green. I might also state, Senator, that there was a request 
previous to the opening of the hearing as to whether or not statements 
could be filed sometime in the near future by other interested parties. 
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Senator Henpricxson. The record will remain open during the 
course of the next week in order that that may be accomplished. 

The hearing is closed. 

eo at 10:40 a. m. the hearing was closed.) 

(The following were later submitted for the record:) 


APPENDIX 


STATEMENT OF W. W. Marsu, EXxecuTivE SECRETARY OF THE NATIONAL Asso- 
CIATION OF INDEPENDENT TIRE DEALERS, LNC. 


The National Association of Independent Tire Dealers, Inc., is the sole national 
organization representing the country’s independent tire dealers, distributors, 
and retreaders. We have approximately 2,500 members located in various 
cities and towns throughout the United States. Under the bylaws of the 
association, each member must be one who operates his own business and may 
not be subsidized directly or indirectly by anv manufacturer. 

On May 20, 1954, I addressed a letter to the committee stating that we had 
just learned unofficially of the hearings of the Senate Judiciary Committee on 
5. 175 and that, while deeply interested in the bill, we would be unable to present 
a formal statement because of the shortness of time and our belief that the 
importance of this matter would require a thorough current survey together 
with discussion and action bv the association’s bos.rd of directors. 

1 have since learned that the committee has decided to hold its recerd on this 
matter open until May 28, 1954. These few additions| days have not of course 
enabled us to make the stud* necessar”’ for a formal statement and action bv the 
board. We have, however, been able to consult with the association’s executive 
committee, and accordingly would like to make these comments bearing upon 
some of the evils in the industry which 8. 175 is designed to eliminate, 

The basic purpose of the bill is to pre--ent the gradual climination of independent, 
tire dealers from the business of marketing tires. The bill proposes to do this 
by putting an end to the vertical integration caused bv the manufacturers setting 
up company-owned stores in the mejor marketing areas of the country, and by 
halting the rapidly increasing sales of tires through the large oil companies. 
Experience shows thet these particular practices are responsible for many of the 
most serious evils in the industr 

For example, the staff report to the Senate Committee on Small Business, 
entitled ‘‘Problems of Independent Tire Dealers,’’ dated July 27, 1953, states as 
follows: 

“In 1926 independent dealers handled 89.3 percent of the replacement market 
for tires. By 1952 their share of this market had shrunk to about 50 percent. 
That many of them are floundering is common knowledge within the trade. 

“Stated another way, in 1926-27, the independent sold 38.1 million tires. In 
1946-47 their sales dropped to 33.4 million casings. How contrary this decline 1s 
to the overall tire trend may be seen from the fact that tire sales for the two periods 
were 42.9 and 64.2 million respectively.” 

Part of this decline in the business of independent tire dealers has been caused 
by the development of company-owned stores. In 1952, 3 of the largest tire 
manufacturers operated 483, 486, and 705 such stores, respectively. The signifi- 
cance of these factory outlets is even greater than the figures would indicate since 
they are strategically located in the major marketing areas, and industrv statistics 
show that 165 market areas account for almost two-thirds of the Nation’s total 
retail sale: . 

Another of the large companies has apparently found encouragement in these 
figures and now admits to 61 controlled stores at the end of 1953. However, the 
number of stores in which they have a substantial measure of control, although 
short of complete ownership, is estimated to be 2 or 3 times that figure. This is 
particularly significant in view of the fact that this company has always taken 
pride in the assertion that its distribution was geared basically to independent tire 
dealers. We mention this instance to show that the controlled-outlet practice is 
one which is expanding, with its ever-increasing danger to independents. 

It is, of course, obvious that stores and controlled outlets, especially where 
accounting is handled at a centralized point, make a perfect vehicle for the prac- 
tice of direct selling. Through these outlets, the manufacturers handle many of 
the largest and most attractive accounts such as large commercial, bus, and 
taxicab accounts. 
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These manufacturer-owned outlets also enjoy a substantial advantage over 
independents in the matter of excise taxes. ‘This tax on tires and tubes, which 
amounts to about 10 percent of the selling price, must be paid by the independent 
tire dealer upon purchase from the manufacturer and is collected from the con- 
sumer without profit or consideration of expenses involved. The factory store, 
on the other hand, holds the stock on consignment and does not pay the excise 
tax until] the sale has been completed. Thus the independent is at the serious 
disadvantage of having 10 percent of his working capital tied up in taxes whereas 
the company stores do not 

The most recent hard blow to the independent tire dealer has been in the field 
of tire retreading and tire repairing. It is almost impossible to justify the presence 
of the major manufacturing companies in this field through company-owned store 
operations. Recapping has been a service development of the independent tire 
dealer. The vast majority of improvements and innovation in this field were 
originated by the independents. It has been a good profit item for them, and a 
study of a great number of dealer-operating statements shows that in many 
instances the retreading department is carrying the burden of expense and is 
responsible for such profits as are made. Despite the fact that the independents 
initiated and developed this field, company-store plants have in recent years come 
into the field on a large scale 

The Big Four manufacturers make better than 50 percent of the camelback and 
other materials used in retreading. Brookings Institute has estimated that 
company plants furnished about 9.4 percent of the finished recaps in 1951. The 
past 2 years have seen these shops grow and expand all over the country with 
some company installations boasting of over 100 molds in ashop. Authoritative 
estimates in the industry place the percentage of finished recaps turned out by 
factory-controlled plants at 20 percent at the close of 1953. Yet 95 percent of 
the recap shops are in the hands of independent tire dealers, thus demonstrating 
the great significance of this trend. 

With seeming intent to completely encompass the retreading fiela, the large 
manufacturers have vigorously pursued the Government business made available 
through General Services Administration. While no exact figures are available, 
a tally of contract awards indicates that these large manufactures are getting 
three times the amount of such business awarded to the independent shops. It 
is significant to note that during May 1950 to April 30, 1951, at the height of 
the Korean crisis, the factory shops withdrew their bids to the Government, 
turning to more profitable operations and leaving the independents to maintain 


Government equipment during this emergency. The manufacturers returned, 
however, in May 1951 and were awarded 54 percent of all General Services 
Administration bids All this has happened despite the announced Government 


intention of awarding a fair percentage of such business to small businessmen 

A recent bid of 50 percent off list by one major manufacturer shut off the 
possibility of any business to a large number of fine independent dealer shops who 
are unable to compete with such figures. Yet this same manufacturer who bid 
50 percent off gave only regular wholesale discount to their own dealers who 
bought from them, thereby taking such dealers completely out of competition 
in their own market 

In addition to these practices brought about through company-owned store 
operations, the practice of distributing tires through the large oil companies has 
also made serious inroads on the business of independent tire dealers. The major 
oil companies now boast that they do approximately 30 percent of the retail tire 
business, most of this large share of the market having been captured during the 
last few years. 

This method of distribution has also been accompanied by a number of practices 
which are seriously injurious to independent tire dealers. One such practice has 
been to sell tires at a discriminatorily low price to the oil companies, which in turn 
coerce their gasoline-station outlets to handle the brand of tires dictated by the 
oil company. That this method of compulsion has been used by oil companies 
on a wide scale is demonstrated by a number of cases brought in recent years by 
the Government, some of which have been already concluded with others still 
pending. 

Another practice has been for the tire manufacturers to deliver its tires direct 
to the gasoline-dealer outlets of an oil company, with the oil company receiving 
a commission of from 7% to 10 percent for insisting that its outlets handle the 
particular manufacturer’s tire, although the oil company does not itself handle 
the tires or participate in the billing or other transactions relating to the sale of 
the tires 
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In the above paragraphs, I have attempted to outline some of the evils which 
are a part and parcel of distribution through company-owned stores and oil 


companies. <As I stated at the outset, the association has under the circum- 
stances had no opportunity to make a complete study and presentation on this 
subject I believe, however, that the above will be sufficient to indicate that the 


independent tire dealers of the country are today operating under serious handi- 
caps which, if not eradicated, may well gradually eliminate them from their right- 
ful position in the industry 


THE FIRESTONE TirE & RuppeER Co., 
Akron, Ohio, May 28, 1984. 
Hon. WiLuiAM LANGER, 
Chairman, Committee on the Judiciary, 
Senate Office Building, Washington, D. C. 


Dear Sir: We are interested in the fact that your committee is at present 
giving consideration to Senate bill (S. 175), introduced by Senator Murray, 
which seeks to force the complete separation of the production and the retail 
selling phases of the tire industry. 

We feel that the general economic philosophy which apparently underlies 
this piece of proposed legislation is not only out of harmony with the long-estab- 
lished principles of fair and free competition embodied in our existing antitrust 
and trade regulation laws, but that it runs counter to generally accepted economic 
principles relating to the best interests of the consuming public. 

Beyond this,we feel that the law would be strongly adverse to the best inter- 
ests of the thousands of Firestone dealers, and would therefore be opposed to the 
interests of a substantial and important body of small-business men. 

For these general reasons, therefore, we wish to enter, in the records of your 
committee, a protest against the bill. 

The proposal is an attack upon economic freedom, which is generally held by 
economists to be an essential antecedent to economic growth, expansion of the 
economic strength of the community, increase in the standard of living and, in 
general, the economic well-being of the people. Antitrust laws and trade regula- 
tion laws are primarily intended to make sure that business actions and structures 
do not operate to reduce the economic freedom and the economic well-being of the 
general public or of any trade element or group. 

The bill under consideration would, by reducing competition at the retail level, 
injure the economic well-being of the general public at the same time that it denied 
to Firestone’s own dealer group the beneficial effects of our store operation. 

The tendency of — of this type to raise consumer prices was pointed 
out in 1943 by W. Kelley, a representative of the Federal Trade Commission, 
who, spe aking be es another committee of the Senate upon a bill similar to this 
one, said: 

“Tt may not be amiss to call attention to the fact that legislative restriction on 
the number and classes of persons who are permitted to engage in the sale of tires, 
or any other commodity, may be expected under normal conditions to bring 
about a rise in prices, measured by the extent to which competition is thereby 
lessene »d.”’ 

The bill ignores its tendency to raise consumer prices but at the same time it 
shows concern for the public purse by specifically exempting from its provisions 
sales by manufacturers directly to governmental agencies. 

The staff report of the Select Committee on Small Business, which was issued 
July 27, 1953, recognized in its conclusions that the replacement market for rubber 
tires and tubes is an intensely competitive business which determines distributive 
patterns within the industry. Such a recognized competitive industry should 
not be made the target of special legislation in an effort to hold back competitive 
progress for the benefit of a special group which is created as a special class in 
8S. 175. Such finding of fact hardly supports the word “monopoly”? which was 
irresponsibly charged by witnesses at the oral hearing. In fact, direct retail 
sales of replacement tires by rubber manufacturers have never totaled more than 
10 percent of the total, and that includes sales under such special service con- 
tracts as national accounts and mileage tire rental accounts where the serivce 
element is as important as the price element. 

In the case of Firestone, the manufacturer’s excise tax on tires and tubes are 
paid by the company-owned stores in exactly the same manner as by Firestone 
dealers. Our stores and dealers receive absolutely equal treatment—as to prices, 
availability of merchsndise, advertising and merchandising assistance, business 
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helps, and in every other way Here there is no unfairness and no harm to the 
dealer. In fact, quite the reverse is true, for the existence of the Firestone stores 
system is of incomparable value to the Firestone independent dealer. The state- 
ment made before your committee.in oral testimony that ‘“‘we have a situation in 
the rubber-tire industry today such that this room could be jammed with dealers, 
but many of them are afraid of retaliation” is unsupported, untrue and made in 
an absolutely irresponsible manner 

Our stores help our dealers by (a) serving as a proving ground for new mer- 


chandise for dealers, (6) making possible a lower buying price for dealers, (c) 
serving as a proving ground for retailing policies and operating methods for 
dealer stores, (d) providing standards of successful operation by which dealer 


operations may be judged and improved, and (e) serving as field stock and dis- 
tribution points for dealers 

The company extends to its dealers many special types of facilities, service and 
assistance, including (a) location selection, (6) store planning, (c) fixtures, (d) 
accounting systems, (e) merchandising and promotional plans, (f) displav instruc- 
tions, (g) newspaper advertisit.g, (h) financial aid, (7) long-term credit, (7) person- 
nel training, (k) stock control systems, and (J) personal business counsel. 

The number of our stores has been kept steady at the level required to permit 
effective operation of such a group for the purposes for which it exists, as a supple- 
ment and aid to our dealer-distribution system. The stores supplement the dealer- 
distribution system by giving us distribution in important centeis where we do 
not have strong dealer representation. 

It should be emphasized that Firestone’s election not to enter the private brand 
tire field, arose from its wish not to force its dealers to compete with Firestone- 
made tires under private labels selling at lower prices. It could not maintain 
its market position in the face of its decision not to make private brand tires 
unless it owned stores of its own. 

A letter from a Chicago dealer was introduced at the hearing, quoting a news- 
paper study in the Chicago area to the effect that 14 percent of the tires distributed 
there were made by Firestone. Actually the great bulk of those tires were sold, 
not through the Firestone stores, but through our dealers and through distributing 
oil companies. 

This proposed legislation is, we feel, unconstitutional, confiscatory, discrimina- 
tory, and preferential. We operate no monopoly, nor do we restrain trade nor 
stifle competition. The bill itself seeks to set up a monopoly by establishing a 
preferred class of distributors. Such legislation undoubtedly would lead to similar 
legislation *n other lines of manufacture and trade, and it is clearly opposed to 
the principles of competition and fiee enterprise. We suggest that 8. 175 should 
be rejected by the Committee on the Judiciary. 

Very truly yours, 
JosepH Tuomas, Secretary. 


Tue B. F. Goopricnu Co., 
Akron, Ohio, May 26, 1954. 
Re Senate bill No. 175. 
Hon. WiLtuiaAM LANGER, 
UnitEp States SENATE, 
Washington, D. C. 

DEAR SENATOR LANGER: We wish to record our opposition to S. 175, the current 
version of the many tire bills introduced in the Congress since the early 1940’s. 
In 1948, in addressing our remarks to the tires bills then pending in both the Senate 
and House and being heard by a committee of the Senate, we stated: 

“Both of these bills would permit the sale of tires to millions of consumers 
throughout the United States, only by a special group which is defined in the bills. 
All others—except this specially defined class—would be excluded from the sale 
of tires and would be liable to criminal penalties for any such sales in violation 
of the terms of the proposed legislation. 

“The immediate result of such legislation would be to increase the price of 
tires to American consumers and thus penalize efficient distribution in favor of a 
limited group of so-called independent tire dealers as defined. The latter group 
would be given a virtual monopoly of retail tire sales of company brands. 

“The B. F. Goodrich Co. therefore opposes these so-called tires bills as unsound, 
uneconomic, and contrary to the public interest. The bills ask Congress to declare 
on a nationwide basis that the present methods of distribution of tires constitute 
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an evil, and further to say that the way to correct the evil is to limit tires sales to a 
particular class as defined in the bills. 

“Furthermore, the bills make no pretense of protecting the public interest or 
of providing advantages for tire consumers, either as to service or as to price. 
Rather, the excuse for the startling proposal is found in the untrue assertion that 
independent tire dealers are being driven out of business by the selling practices 
of various tire manufacturers and by company stores.”’ 

Everything we said then applies with equal weight to S. 175. Furthermore, 
the charges made by the sponsors of these bills over the past 15 years have never 
come to pass. Statistics reported by the Senate Select Committee on Small 
business refute the monopoly charge currently made by the proponents. Accord- 
ing to that report in 1952, 20,000 independent tire dealers did 50 percent of the 
replacement tire business; 188,253 gasoline stations did 26 percent; and all other— 
mail order houses, department stores, chain stores, and the 1,684 manufacturer 
operated retail outlets—did, in the aggregate, only 24 percent of the business. 
Our own analysis indicates that manufacturer-operated outlets owned by 5 
separate, competing companies do not enjoy more than 10 percent of the replace- 
ment tire business. It appears that proponents unjustifiably charge monopoly 
against others to secure monopoly for themselves. 

B. F. Goodrich believes that any attempt to legislate monopoly for the benefit 
of a special trade group is contrary to the public interest. Aside from the obvious 
question of constitutionality involved, and the virtual confiscation of large stock- 
holder investments, the adoption of this principle in one industry would inevitably 
result in its extension to other industries and enterprises. It could lead to 
legislation prohibiting the sale of any products by drug stores except drugs, or 
prohibiting the sale of gasoline by tire dealers. Certainly, it would have an 
adverse effect on our free enterprise system. 

Very truly yours, 
G. T. KiuMmon, 
Assistant Secretary and Counsel. 





THE GoopygearR Tire & RupseEerR Co., INe., 
Akron, Ohio, May 27, 1954. 
Subject: Re 8. 175, 
Hon. WILLIAM LANGER, 
Chairman, Committee on the Judiciary, 
Senate Office Building, Washington, D. C. 


My Dear Senator: This is to record our opposition to 8. 175 which is presently 
being considered by a subcommittee of the Committee on the Judiciary. 

This revolutionary proposal would provide that all tires and tubes sold or deliv- 
ered in the course of trade or business to consumers could only be so sold by or 
through independent tire dealers. This proposition that one narrowly defined 
class of merchants may engage in a lawful business and all others may not, is 
unique. It is a naked request that the Government legislate for the economic 
benefit of one person by outlawing his competitor. 

Filling stations operated by oil companies and possibly their lessees could not 
sell or recap tires. Certain large mail order and chain operators would have to 
give up their tire business. A large percentage of replacement tire business would 
arbitrarily by Government edict be taken away from now lawful merchandisers 
and channeled through and for the benefit of their competitors 

There are no factors of monopoly to justify sich action and no conditions which 
would warrant the exercise of police power to bring this about. 

Valuable investments and established businesses would be confiscated and 
wiped out without any provisions for compensating the owners. 

The Dealer News of April 5, 1954, published by the National Association of 
Independent Tire Dealers (NAITD) contains the following: 

“Our indvstry along with closely allied groups includes 20,628 dealers selling 
tires, batteries, and accessories while recappers now total 6,200. Gasoline service 
stations number 188,253, automobile dealers 44,000, and farm equipment dealers 
17,615.” 

These figures were taken from the census records of the Department of Com- 
merce. These are some of the people who retail tires to the consumer. Such 
wide distribution is of great value and convenience to the public. 

The tire sales of stores owned and operated by tire manufacturers is approxi- 
mately 10 percent of the total replacement tire business. However, a substantial 
amount of this business is sales for resale to independent tire dealers so that 
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store sales to consumers is considerably less. This service is valuable to our 
independent dealers, affording them a quick and convenient source of supply 
and enabling them to carry on their business with a substantially lower inventory 
and capital investment. 

This is the same percentage of the total business done by such stores 10 years 
ago or 20 years ago. We submit that to assert that these stores doing less than 
10 percent of all tire business in any way threaten to monopolize the tire business 
is obviously ridiculous. In fact they have not taken any percentage of the total 
tire business away from anyone. 

Our company has about 500 retail stores more or less at a given time. Stores 
are not opened in places where we have effective dealer distribution of our tires. 
Stores are being sold or closed and new ones opened from time to time, depending 
upon our need for adequate distribution outlets in particular localities. Our 
stores do less than 3 percent of the total consumer replacement tire business. 

The great preponderance of our replacement tire business is done through 
independent tire dealers. Our stores are charged for their merchandise on the 
same basis as independent dealers. Our sales to oil companies’ dealers are on 
the same basis. Surveys made by outside research people from time to time 
show that our stores sell our merchandise at prices generally as high or higher 
than our dealers sell. 

This proposed legislation would actually be in restraint of trade and would 
reduce competition. It would result in higher prices and inferior services to 
the public. It would be against the public interest and solely to the economic 
advantage of a narrowly defined segment of the merchandising industry. Much 
expensive equipment needed to service tires, particularly heavy and unusual 
types, would be idled. 

[t would seem that such a concept of Government limitation of business as 
contained in 8. 175 is absolutely opposed to our established national policy of 
maintaining free competitive enterprise. It is contrary to the principles embodied 
in the Sherman Act and the Clayton Act. 

If such a principle were ever adopted by the Government should it not apply 
equally to all manufactured articles as for example clothing, shoes, brushes, 
vacuum cleaners, paint, ete? Only by applying the principle to all lines of busi- 
ness could discrimination be avoided. Should tire dealers be prohibited from 
selling gasoline or radios or electric appliances? 

lire dealer business is not a sick segment of business. Surveys by independent 
agencies have shown that tire dealers do as well or better from the standpoint of 
sales and profit as independent merchants generally in other lines of business 
The rate of mortality among tire dealer businesses is no greater than in merchan- 
dising generally 

Tire bills much similar to this were considered by the Banking and Currency 
Committee in the 78th and 79th Congresses and rejected. We believe no in- 
terested Government departments approved of the bills. They were thought 
to be against the public interest by reason of eliminating competition and there- 


fore leading to higher prices to the public. They were also regs arded as unconsti- 
alias sills much similar to 8S. 175 have been introduced in both houses of 
each Congress for the past 12 years 

This bill should be considered on whatever merit it might have today What- 


ever someone may have said about an entirely different matter in the thirties or 
in connection with special and unusual conditions during the war, is entirely 
irrelevant to the principle here involved 

We urge that S. 175 not receive favorable consideration by the committee. If 
it is the wish of the committee to go further into the facts and circumstances 
bearing on this subject matter, we are agreeable to doing so in detail as was done 
before but we would have to request adequate time to prepare. 

We attach reproduction of an article appearing in the May 24, 1954, issue of 
NAITD Dealer News published by the National Association of Independent Tire 
Dealers. This might well be made a part of the record 

Very truly vours, 
R. H. Miner, 
Assistant Secretary 


[From the NAITD Dealer News, May 24, 1954] 
SENATE Group SCHEDULES HEARING ON THE RUBBER TIRES BILL 


Proposed legislation, popularly known in the rubber industry as the rubber 
tires bill, has been kicking around Capitol Hill in Washington for a number of 
vears, each time dying a natural death when a session of Congress closed. Just 
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recently, however, NAITD learned that there’s something new in the wind for 
this well known subject during 1954, with hearings on S. 175—the number at- 
tached to the current bill—scheduled for this past Friday. 

As soon as rumors relative to this hearing reached NAITD's office, Executive 
Secretary W. W. Marsh contacted the Senate Judiciary Committee which is con- 
ducting the hearing, to determine whether the rumors had any foundation 
Upon determining their authenticity, and learning that testimony was scheduled 
to be given by onlv one person, (George J. Burger, vice president of the National 
Federation of Independent Business), NAITD pointed out that when the hearing 
was scheduled, no official notification was given to any organizations likely to be 
interested in or affected by the bill. 

NAITD stated that it was virtually impossible for it to present any testimony 
which would properly reflect the attitude of its members on such short notice 
Before any facts could be presented, NAITD representatives felt that all members 
should be contacted, followed by a course of action which should be determined by 
the Board of Directors 

Most of the available material on the subject was compiled some years ago, 
and under current conditions, would be obsolete. For instance, it should be noted 
that when the staff report on the problems of independent tire dealers was pre- 
sented to the Senate Select Committee on Small Business last summer, the only 
reference to company-owned stores was based on material dated 1944 

In a letter to Senator Langer, chairman of the Senate Judiciary Committee, 
NAITD stated that, ‘As the sole trade association representative of the Nation’s 
tire dealers, distributors, and retreaders, we have a very positive interest in the 


outcome of such legislation. However, we find ourselves in the position of being 
unable to present a formal statement without close study, as well as a within- 
industry survey. We believe vou would want factual, up-to-the-minute informa 


tion from our membership taken in light of today’s changing events. We could 
not set forth the official position of the Nation’s independent tire distributors until 
such a statement may be developed through discussion and action by the associa- 
tion’s board of directors.”’ 





CONGRESS OF THE UNITED STATES, 
House or REPRESENTATIVES 
Washington, D. C., May 19, 1954 
Hon. Wittram LANGER, 
Senate Office Building, Washington 25, D. C. 

DreaR SENATOR LANGER: I represent what is the rubber capital of the world, the 
14th District of Ohio, which includes the city of Akron. 

I have had oceasion to review 8. 175. In my judgment its enactment into 
law would be detrimental to the best interests of the rubber workers and the 
consuming publie. 

{ wish to go on record with vou as opposing 8. 175 

Sincerely vours, 
Wiutiiam H. AyErs 





NATIONAL FEDERATION OF INDEPENDENT BUSINESS, 
Washington, D. C., June 2, 1954. 
Subject: 8. 175. 
Hon. RoBert HENDRICKSON 
Senate Office Building, Washington, BD, ¢. 


My Dear Senator: In view of your splendid action at the time of the hearings 
on the above bill, in which you acted as chairman of the subcommittee of the 
Judiciary, May 21, 1954, and at the same time giving equal opportunity for both 
sides to present their views, I believe the attached copy from the Kiplinger 
magazine, May 1954 issue Letters—Readers Talk Back should be inserted in 
the record of the hearing if the hearings are not closed, because the views expressed 
in the letter Running a Gas Station confirms in substance your sincere worry as 
to the problems facing independent gas stations in the State of New Jersey. 

The problem faced by the independent gas stations confirms the position that 
we took in behalf of our membership in asking immediate approval of the above 
bill. 

I do hope, Senator, that it will be possible for you to include in the hearings 
this letter and the attached, with any statement you would like to add thereto. 

Sincerely yours, 
GrorGE J. BurGER, Vice President. 
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{From The Kiplinger magazine, May 1954] 
LEeTTERS—READERS TALK Back 
RUNNING A GAS STATION 


We were very much surprised that you would publish so inaccurate an article 
as There’s Good Money in a Gas Station (February issue). It is apparent that 
the article was prepared by a publicity man of a major oil company and not a 
service-station operator, as it does not give true facts. 

Here are a few points that were missed: Gas wars, oil company subsidies, the 
40-percent turnover in operators, the number of ex-GI’s who fell for the trap 
and lost all of their money. 

The oil companies have made the service station their goat, since their large 
inventories are responsible for gas wars. In many company-owned stations they 
subsidize their operators, but independents must take the loss if they want to 
compete, and it is unfair competition in every respect. I have owned and operated 
a service station for over 25 years, and if I did not own the property, I would not 
be in this predicament. 

Epwarp C. BENNER, 
Hasbrouck Heights, N. J. 


DEPARTMENT OF JUSTICE, 
OFFICE OF THE ATTORNEY GENERAL, 
Washington, D. C., June 22, 1954. 
Hon. WiLLiAM LANGER, 
Chairman, Committee on the Judiciary, 


United States Senute, Washington, =. i, 


Dear SENATOR: This is in response to your request for the views of the Depart- 
ment of Justice concerning the bill (S. 175) to provide for the distribution of 
motor-vehicle tires, and for other purposes 

The bill would provide that motor-vehicle tires, defined to include both casings 
and tubes, shall be sold er delivered only by or through independent tire dealers 
(an exception would be made as to the sale of tires and tubes as original equip- 
ment on a motor vehicle The term “independent tire dealer’’ is expressly 
defined to exclude (1) manufacturers of tires, motor-vehicle fuels or lubricants, 
and automobiles, or automotive equipment; (2) any corporation the majority 
voting stock of which is controlled by another corporation which is not itself an 
independent tire dealer, unless such stock control is for the purpose of furnishing 
financial assistance to the controlled corporation and the latter has the right to 
purchase the stock; (3) persons controlling 10 percent or more of the voting stock 
of a tire manufacturer; and (4) “any person who is required _ to sell any brand or 
make of tire exclusively or is prohibited from selling any brand or make of tire, 
as a condition upon being able to buy or sell any other product or as a condition 
upon the lease or use of any property.’’ Violations of the provisions of the bill 
would subject a person to a fine not to exceed $5,000 and imprisonment for not 
more than | year. 

The bill is apparently designed to aid small-business enterprises engaged in the 
sale of tires. However, many comparatively small firms engaged in operating 
company-owned service stations on a percentage basis or in manufacturing auto- 
motive equipment and motor-vehicle fuels and lubricants would under the provi- 
sions of the proposal be prohibited from selling tires. The bill would prohibit 
manufacturers from renting or leasing tires to fleet users or others and prohibit 
mail-order houses and farm cooperatives owning 10 percent or more of the voting 
stock of a tire manufacturer from selling or delivering tires to the ultimate 
consumer! 

The bill would tend to curtail competition by eliminating from the retail tire 
business both large and small manufacturers of tires, tubes, automctive equipment, 
and petroleum products, manufacturers who in many instances perform very useful 
services to large segments of the public. It would foreclose new manufacturers 
of the above products, regardless of the size of such firms, from retailing their 
products to the public even though this might be the only practicable means of 
distribution. It would force fleet owners to purchase their tires from an inde- 
pendent tire dealer, as defined, regardless of the quantity involved or the value 
of the service performed by the distributor, possibly resulting in increased dis- 
tribution costs without any compensating benefits to the purchaser. Such a 
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requirement, by increasing the operating costs of truckers, bus lines, taxicabs and 
others, might also result in higher costs to the public utilizing the services of such 
facilities. 

Although the Department of Justice recognizes the problems to which this bill 
is directed, the question arises as to whether these problems cannot be solved by 
some less drastic measure than the complete divorcement proposed. 

In the light of the foregoing considerations this Department is unable to recom- 
mend the enactment of the measure. 

The Bureau of the Budget has advised that there is no objection to the submis- 
sion of this report 

Sincerely, 
Witu1aM P. RoGeErs, 
Deputy Attorney General. 
x 





